This paper uses a new data set on the term in office of central bank governors in 137 countries covering the period 1970-2004 to estimate a model for the chance that a central bank governor is replaced. We formulate a number of hypotheses based on the literature on the determinants of central bank independence that are tested using conditional logit models and the Extreme Bounds Analysis. We conclude that, apart from the share of the current term in office elapsed, high levels of political and regime instability, the occurrence of elections, and high inflation increase the probability of a turnover.
Introduction
Under what circumstances will a central bank governor be replaced? The experience of some countries suggests that the actual term in office of the Chief Executive Officer (CEO) of the central bank is not necessarily in line with central bank legislation. A well known example is Argentina where the actual average term in office of the governor of the central bank during the 1980s was about a year, which deviates substantially from the period as foreseen in the central bank law in place at that time. In fact, whenever a new government -or even a new minister of finance -was appointed, the governor was replaced. In other countries the governor has remained in office for many years. In this paper we examine which factors affect the likelihood that a central bank governor loses his job. Our data set on central bank governors, which contains information on 137 countries covering the period 1970-2004, updates and substantially extends the database that has been used earlier by De Haan and Kooi (2000) . We estimate panel models for the probability that a central bank governor is replaced in a particular year. Our explanatory variables are derived from the literature on the determinants of central bank independence (CBI), notably the work of Cukierman (1994) and Maxfield (1997) .
Our paper also contributes to the literature on CBI. Various studies have used the so-called turnover rate (TOR) of central bank governors in order to test whether CBI matters for cross-country variation in economic performance, notably inflation (see Berger et al., 2001 and Bernhard et al. 2002 for surveys of the literature). Cukierman (1992) argues that the actual average term in office of the central bank governor may be a better proxy for CBI than measures based on central bank laws, especially in developing countries. The TOR indicator is based on the presumption that, at least above some threshold, a higher turnover of central bank governors indicates a lower level of independence.
1 One objection that has been raised against the TOR as a proxy for CBI is that it may be endogenous to economic performance as causality may well run in the opposite direction. For instance, a central bank governor may be fired because of disappointing inflation rates. Our results yield insights on the relevance of this critique.
We estimate conditional logit models of the likelihood that the CEO of the central bank is being replaced. Our database contains sufficient observations to allow studying different determinants of governor turnover rates for OECD and non-OECD countries. We test for the robustness of our results employing the so-called Extreme Bounds Analysis (EBA), which is a fairly neutral means to check robustness and compare the validity of conflicting findings in empirical research. We conclude that, apart from the share of the current term in office elapsed, high levels of political and regime instability, the occurrence of elections, and high inflation in the recent past increase the probability of a turnover.
The remainder of the paper is structured as follows. Section 2 summarizes the literature on the determinants of CBI in some more detail and formulates our hypotheses. Section 3 describes our data set and discusses the methodology used.
Section 4 presents our results for the full sample of countries, while section 5 shows the outcomes for some sub samples. The final section offers some concluding comments.
Hypotheses
In this section we discuss various views that have been put forward to explain differences in CBI across time and countries. Based on this literature we derive our hypotheses concerning the likelihood of a change of the CEO of the central bank. We also briefly discuss the scant empirical evidence available.
Essentially, there are two different approaches explaining CBI. In the first approach delegation of monetary authority by politicians is considered as a (partial) commitment device. By delegating monetary powers to an independent central bank that places a higher weight on inflation stabilization than the government, the inflationary bias may be reduced and the credibility of monetary policy increased.
However, policy makers lose flexibility to employ monetary instruments for political or other purposes. So central bank independence entails both benefits (greater credibility) and costs (less flexibility) and in the first approach the balance between benefits and costs determines the optimal and the actual level of CBI (see Cukierman, 1994) .
In the second approach, which is not necessarily in contrast to the first, CBI is determined by the preferences of a society and/or particular interest groups, in conjunction with the political decision process. For instance, Hayo (1998) argues that societies differ, for whatever reason, with respect to their preference for inflation and that this is reflected in monetary institutions. Similarly, the preferences of particular interest groups may be pivotal. For instance, Posen (1995) argues that both inflation and CBI are affected by the degree of financial sector opposition to inflation, and the effectiveness of the financial sector to mobilize -through the political system -its opposition to inflation.
One of the potential benefits of CBI is that it signals increased creditworthiness to potential foreign investors. Maxfield (1997) argues that the more global financial markets become, the more politicians must concern themselves with this kind of signalling. According to Maxfield, the likelihood that governments will use CBI to try to signal creditworthiness is greater the larger the country's financial needs and the fewer restrictions the country concerned has on international financial
transactions. This reasoning leads to the following hypotheses:
1. The higher the stock of external debt, the longer the term in office of the governor will be.
2. The higher the government budget deficit, the longer the term in office of the governor will be.
3. The fewer the restrictions on international financial transactions are, the longer the term in office of the governor will be.
The second hypothesis can also be motivated in a somewhat different way within the framework of Cukierman (1994) . Countries with large government budget deficits suffer from an excessive inflationary bias, so that the benefits from commitment (i.e. a lower interest burden) will be larger. There is only scant empirical evidence on these hypotheses. Using the legal CBI index of Cukierman et al. (1992) for 55 countries over the period 1980 -89, D'Amato et al. (2005 find that the budget deficit is not related to the independence of the central bank. Maxfield (1997) points out that politicians' tenure security will also affect their policies to signal creditworthiness since "leaders insecure in their positions are likely to want to maintain policy flexibility because it provides greater potential for vote-buying and because the benefits of creditworthiness may accrue for the succeeding leadership." (p. 47). 2 Similarly, it may be argued that if inflation surprises are valuable in the short run, and if the chances for a politician to be thrown out of office are high, it will be attractive for politicians to be able to overrun the central bank or to appoint a new governor after they have come to power, be it after elections or otherwise. The short-run benefits of this flexibility may exceed the long-run costs of a higher inflation rate.
There is also an alternative line of reasoning based on using Cukierman's (1994) framework. Suppose that different political parties strongly disagree about the structure of government expenditures. By granting independence to the central bank, the political party in power may restrict the ability of the opposition to spend on its favoured public goods when it comes in office. The benefits of granting independence to the CB are higher than the costs in terms of economic policy flexibility foregone. In this set-up, the political party in office prefers a more independent central bank the smaller its re-election prospects, since the larger are the benefits of CBI in terms of restricting the other party's ability to spend like it prefers. This line of argument requires that there exists a minimum level of consensus in the society concerned. If this minimum level of consensus is lacking, the incumbent has an incentive to fortify its hold on power by reducing CBI (Cukierman, 1992) . Frequent changes of political regime may indicate absence of this minimum level of consensus and will therefore lead to less CBI.
The foregoing analysis leads to the following hypotheses: 4. The higher the level of political instability (i.e. the lower the tenure security and/or the shorter the policy horizon), the shorter the term in office of the governor will be; alternatively: 5. The higher the level of political instability (i.e. the more often governments are being replaced), the longer the term in office of the governor will be.
6. A CB turnover is more likely after a national election and when the government has changed. 7. The higher the level of regime instability, the shorter the term in office of the governor will be.
The empirical evidence on the relationship between CBI and political instability is mixed. Regression analysis by Cukierman (1992) (1996) have estimated the relationship between central bank independence and political instability using data on the turnover rate of central bank governors for 43 developing countries over four periods (1950-59, 1960-71, 1972-79 and 1980-89) as provided by Cukierman et al. (1992) . They find that only 'coups' exert a significantly negative effect on central bank independence. Cukierman (1992) argues that high inflation encourages processes that make it easier for the executive to influence monetary policy. Sufficiently high and sustained inflation leads to the evolution of automatic or semi-automatic accommodative mechanisms, like indexation of contracts in the labour and capital markets, that may undermine CBI (i.e. lead to a high turnover rate of central bank governors).
Alternatively, it may be argued that a high inflation rate may cause the replacement of the central bank governor due to dissatisfaction with this policy outcome. Both arguments, although fundamentally different in their reasoning, lead to the following hypothesis:
8. The higher the rate of inflation the shorter the term in office of the governor will be.
3 Cukierman (1992) presents the outcomes of bivariate Granger causality tests in which the turnover rate of the central bank's governor is used as CBI indicator. His evidence supports the view that there is a two-way Granger causality between inflation and CBI. The lagged turnover rate affects current inflation, and a higher lagged inflation is associated with a current higher turnover of central bank governors.
There are also studies arguing that sectoral interests are crucial in explaining cross country variation in CBI. One particularly interesting hypothesis, put forward by Posen (1993 Posen ( , 1995 holds that central bank independence is largely determined by the degree of financial sector opposition to inflation, and the effectiveness of the financial sector to mobilize -through the political system -its opposition to inflation. 4 There are several reasons why commercial banks might fear inflation. As banks usually borrow short and lend long, they are vulnerable to changes in the spread of interest rates. Moreover, inflation sooner or later leads to anti-inflationary policy and banks may then come under pressure, as higher real interest rates can lead to problems in recovering loans. 5 A central bank that is shielded from politics may make it easier for the financial sector interest groups to influence the central bank without going through the usual checks and balances of the political system. Further, flows of staff members between the CB and private banks increase the ease with which the financial sector can make its interests heard by the monetary authorities, and vice versa. The complementarity of interests can result in the financial sector and central bankers forming a coalition to support each others demands, with the result that inflation is kept low.
3 An alternative hypothesis has been suggested by De Haan and van't Hag (1995) and Hayo (1998) who argue that countries that experience high levels of inflation may be more aware of its harmful consequences and may therefore develop greater inflation aversion (see also Scheve, 2004 ). This idea is frequently used to explain the low inflation rates recorded in Germany after the Second World War and the independence of the Bundesbank. De van't Hag (1995) and D'Amato et al. (2005) find that past inflation has a positive impact on CBI. This hypothesis cannot be tested in our annual panel data framework. 4 The empirical evidence that the financial sector is inherently inflation averse is not compelling. Although Posen (1995) presents supportive evidence, other studies find less or no support (De Haan and van't Hag 1995 , Campillo and Miron 1997 , and Temple 1998 . 5 Boyd et al. (2001) show that inflation has a negative impact on financial sector performance. Financial sectors in countries with an inflation rate higher than 15% experience significantly inferior performance compared to those in lower inflation countries.
Unfortunately, it is impossible to test this line of reasoning similarly to Posen as the required indicators are not available. However, Scheve (2004) argues that a large financial sector may affect average levels of inflation aversion (and thus CBI) at the margin, both directly through individuals employed in the sector and indirectly through the sector's influence on the media. He also reports evidence in support of this view. We therefore have the following hypothesis:
9. The more developed a financial sector is, the longer the term in office of the governor will be.
The effectiveness of interest groups in influencing the set-up of monetary institutions depends on the political system. Various characteristics of the political system may be relevant. As pointed out by Hallerberg (2002) , an increase in the number of veto CBs. He also finds that countries with more federal systems exhibit a high degree of 6 Moser (1999) uses dummies for different classes of the strength of checks and balances, while Farvaque (2002) only employs a dummy for the presence of strong checks and balances. 7 If veto players do not share the same preferences, the central bank can successfully implement a policy that one veto player would prefer to override, as long as a second veto player would refuse to override. This leads to the prediction that CBI will be more effective in case of veto players with different preferences. Keefer and Stasavage (2002) provide support for this view.
CBI. This is in line with the hypothesis put forward by Hallerberg (2002) that under federalism, sub-national governments compose much of total government involvement in the economy, and such sub-national governments generally do not support a dependent central bank that gives more power to the federal government.
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The foregoing analysis leads to the following hypotheses:
10. The more checks and balances are present in the political system, the longer the term in office of the governor will be.
11. In case of a high degree of political polarization, the more checks and balances are present in the political system, the longer the term in office of the governor will be.
12. In countries with a bi-cameral political system the term in office of the governor will be longer than in countries without such a system.
13. In countries with a federal political system the term in office of the governor will be longer than in countries without such a system.
According to the 'partisan theory', left and right-wing parties have different preferences with respect to inflation and unemployment. As left-wing parties are assumed to care less about inflation, we also have tested the following hypothesis:
14. Under left-wing governments the term in office of the governor will be shorter than under right-wing governments.
In his analysis of currency crises, Frankel (2005) examines whether the finance minister or central bank (CB) governor -whoever held the office of the country's governor of the IMF -lost his or her job after a currency crisis. He finds that in the year following a currency crash, the incumbent changed 58.3 percent of the time, while in other years during this period the rate of turnover was 35.8 percent. We therefore have the following hypotheses:
8 In a federal system there are additional subnational checks on changes from the status quo that are lacking in unitary ones. Lijphart (1999) and Hallerberg (2002) report that federalism is associated with CBI. See also Lohmann (1998). 15. A large devaluation or currency crisis increases the likelihood that the CB governor will lose his job. et al. (2005) argue that if openness is relevant for understanding the inflationary bias as suggested by Romer (1993) , it must be also relevant for the incentives for commitment. A larger degree of openness reduces the inflationary bias and therefore reduces the incentive to commitment for the government. However, Scheve (2004) argues that since inflation is more costly in open economies,
individuals in more open economies will be more inflation-averse and therefore prefer a more independent central bank. The foregoing analysis leads to the following hypotheses:
16. The smaller the degree of a country's openness, the shorter the term in office of the governor will be.
17. The smaller the degree of a country's openness, the longer the term in office of the governor will be. We tried to get data going back as far as 1970, but did not always succeed either because data were not availble for the entire period or because countries came into existence after 1970. According to our data, central bank governors remained in office for 3.6 years on average, while the legal term in office ranges between 3 and 8 years.
On average, a turnover occurred in 22 percent of the country-years.
10 Table 1 shows the data used to test the hypotheses formulated in the previous section and their sources, while Appendix B provides descriptive statistics.
[insert Beck et al. (2001) .
While most of the variables employed are straight forward, some may need some explanation. We use an election variable that measures the post-election period by the share of the year which is within twelve months after a national (legislative or executive) election to test hypothesis 6. We employ three indicators of political instability to test hypothesis 7. First, a dummy that is one if the POLITY IV score changes by more than three points (in either direction). Alternatively, we measure political instability by the first principal component of the number of assassinations, strikes, guerilla warfare, major crises, riots, and revolutions in a particular country and year, and the number of successful coups d'etat. Our third indicator of political instability is the number of (attempted) coups as various studies found this variable to be significant. This variable includes both successful and unsuccessful attempts to overthrow the government in place.
The inflation rate п is transformed by the formula (п/100)/(1+(п/100)) to reduce the influence of extreme observations. Following Claessens and Laeven (2003) , financial development is proxied by private credit as a percentage of GDP to test hypothesis 9. In order to test hypothesis 10, we proxy checks and balances by an index constructed in Beck et al. (2001) on a scale from 0-18. We also include this variable interacted with the country's degree of political polarization (hypothesis 11).
To test hypotheses 12-14 we employ various dummies: a dummy for the presence of two chambers, a dummy for the existence of autonomous regions, and a dummy for left-wing chief government executives. The final hypotheses are tested using the depreciation of a country's nominal exchange rate with respect to the US$ and an index of currency crises based on the rate of change of the nominal exchange rate and the level of international currency reserves (hypothesis 15) and the country's openness to trade (hypotheses 16/17).
The correlation matrix presented in Table 2 shows that the correlation between the CB governor turnover rate and all explanatory variables is low, never being above 0.09. Also the correlation of the explanatory variables is generally not high. The highest correlations are between the number of veto players that drop and new governments, new governments and changes in democracy, and inflation and capital controls/devaluation. The correlation between private credit and the interaction of polarization and checks is 0.63; the existence of two assemblies is highly correlated with checks.
[insert Table 2 ]
Method
Our dependent variable is binary, and takes the value one if the central bank governor was replaced in a particular year and country. We estimate our model employing conditional fixed effects Logit. In 98 percent of our country/year observations there is at most one turnover in a particular year. To check to what extent our results are driven by inclusion of observations with more than one change, we also estimate the model excluding these observations as part of our sensitivity analysis.
In case of binary choice variables with panel data we observe: 
where:
. This function can be interpreted as the inclination of the government to replace the CEO of the central bank, which is dependent on observed variables (x), unobserved individual (country) characteristics (α) and a random error term (ν). The probability that we observe a replacement is:
In a fixed effects context, the number of parameters increases with the number of countries. This is known as the incidental parameters problem. Chamberlain (1980) shows that it is impossible to estimate the parameters of this binary choice model consistently and he therefore proposes a method to circumvent this problem, i.e. There is one obvious problem in employing the conditional fixed effects Logit model: we cannot include variables that do not vary over time. We therefore exclude those variables from the full model specification. However, given our interest in some of these variables, we also estimate Logit models without fixed effects but including the variables with no time series variation.
Since some of the data are not available for all countries or periods, the yearly panel data are unbalanced and the number of observations depends on the choice of explanatory variables. All explanatory economic variables are lagged by one year to avoid simultaneity.
To control for the probability of regular turnovers, we include in all regressions the share of the governors' term in office that has elapsed, which is based on the term in office as stipulated by the central bank law. For instance, if the legal term in office is 8 years, say, and the governor has been in office for 4 years this variable is 0.5. However, in case of an indefinite or unknown term in office it is not obvious how to construct this variable. We consider three alternatives to deal with this problem. First, we assume the term in office for countries with indefinite or unknown term in office to be equal to the average time in office in our sample, i.e. 3.6 years. Second, we take the average of those countries that have specified the term in office of the CB governor in their central bank law (5 years). Finally, we take the maximum legal term in office of 8 years. In the analysis below we focus on the third alternative but the results are robust to this particular choice.
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The regressions take the form:
where tor is one when at least one change of governors occured; shelap is the share of the governors' term in office elapsed, and X is a vector of variables testing our hypotheses. η i are the country dummies and ε it is an i.i.d. disturbance.
We start testing each hypothesis separately by adding the corresponding variables one at the time to a model that only contains the share of the term in office elapsed. As important covariates are thus missing, these models are likely to be misspecified and can just be a starting point.
To test the robustness of our models, we employ the so-called Extreme 
Empirical results: full sample

Tables 3 presents the results when each variable is included one at the time in addition
to the share of the current term in office already elapsed. In all regressions, the share of the current term in office already elapsed is significant at the one percent level, with the expected positive coefficient. Furthermore, the signs of the coefficients that are significant at the ten percent level or more are in line with the hypotheses as outlined in section 2.
[insert Table 3] The results in Table 3 Sala-i-Martin (1997) in the sense that different specifications are estimated (by OLS) to check the sensitivity of the coefficient estimate of the variable of interest. The major innovation of BACE as compared to Sala-i-Martin's approach is that there is no set of fixed variables included and the number of explanatory variables in the specifications is flexible. The biggest disadvantages of the BACE approach are the need of having a balanced data set, i.e. an equal number of observations for all regressions (due to the chosen weighting scheme), the restriction of limiting the list of potential variables to be less than the number of observations and the computational burden.
veto players drop from the government. This is in line with hypothesis 4. Also hypothesis 6 on the impact of elections and new governments is supported: a new government in power and elections increase the likelihood that the CB governor will be replaced. There is evidence in favour of hypothesis 8 according to which political regime instability increases the probability of turnovers. The coefficients of all three indicators of regime instability are significantly different from zero. High inflation increases the likelihood that the CEO of the central bank will be replaced (hypothesis 8). Finally, when there is a left wing government in office the probability that a new governor will be appointed increases (hypothesis 14).
The results clearly show that most of our hypotheses are not supported by the data. Specifically, the variables debt and budget deficits, checks and balances, the index for currency crises, and openness to trade are not related to turnover rates. 14 Hypotheses 10-13 are also not supported by these simple regressions. likely after an election. Third, the probability that the CEO of the central bank will be replaced increases with political regime instability (measured by the frequency of coups and by changes to and from democracy; the other indicator of regime instability is not robustly related to the likelihood that the central bank governor will be replaced).
Finally, inflation appears robustly related to central bank governor changes. Whereas Table 3 suggests support for hypothesis 14, the EBA analysis as reported in Table 4 does not.
[insert Table 4] As pointed out in section 3, we have two versions of the EBA. In Table 4 the only variable in the M vector is the share of the current term in office elapsed.
Consequently, the estimated models may be misspecified. As an alternative, we have therefore followed the suggestion of Temple (2000) to identify the variables in the M vector by the general-to-specific approach. The results are presented in Table 5 , using different estimation methods. Column (1) shows the conditional Logit model using all observations, while in Column 2 we omit country/years with more than one turnover to check whether the results are sensitive to the inclusion of county-years with more than one turnover. It turns out that the outcomes of both models are virtually the same. In columns (3) and (4) [insert Table 5] The estimation results as reported in Table 5 suggest that five variables should be included in the M vector: the share of the current term elapsed, the share of veto players who drop, the election dummy, coups, and inflation. Table 6 shows the outcomes of the EBA when these variables are taken up in the M vector. The results
show that the CDF(0) for all variables in the M vector exceeds 0.90. These results therefore confirm most of our previous findings. In addition, two variables also seem to be robustly related to the likelihood that a central bank governor will be replaced, i.e.
the government budget deficit and private credit. Note, however, that the share of regressions in which the coefficients of these variables are significantly different from zero is very low.
[insert Table 6 ]
Further analysis
Our results suggest that apart from the share of the current term in office elapsed, high levels of political and regime instability, the occurrence of elections, and high inflation increase the probability that the CEO of the central bank will be replaced. The corresponding marginal effects are far from being negligible. Using the results as shown in column 1 of Table 5 , one additional year in office increases the probability of a turnover by 17 percent. The corresponding percentages for the other variables are 7
(drop of veto players), 14 (elections), 22 (coups), and 21 (inflation).
How well does our model predict the probability that the central bank governor will be replaced in a particular country? To answer this question, we use the quadratic probability score (QPS) proposed by Diebold and Rudebusch (1989) , which
gives an indication of the average closeness of the predicted probabilities and the observed realizations, as measured by a dummy variable that is one when the central bank governor is replaced and zero otherwise. 15 Suppose we have a time series for each country of length T of probability forecasts P t , where P t is the predicted probability that the central bank governor will be replaced in period t. Similarly, let Z t be the corresponding time series of realisations; Z t equals one if the governor is replaced in period t and equals zero otherwise. The QPS is then given by:
The QPS ranges from 0 to 2, with a score of 0 corresponding to perfect accuracy if the estimated probability is 1 and a turnover does occur for all t. A score of 2 shows that the model indicates a perfectly false signal in which the estimated probability is 1 and a change does not occur for all t. Table 7 reports the accuracy of the model, both for the full sample as well as for various subsamples. For comparison, a naïve model that always predicts no turnover has a QPS of 0.205 for our sample data. A model always predicting a turnover to occur has a score of 0.8.
[insert Table 7 ] Table 7 shows that our model always outperforms the naïve predictions.
However, the table also shows that there is substantial variation among our subsamples. QPS is lowest for OECD countries and non-democracies (0.16), and highest for non-OECD countries and democratic ones (0.20). In the overall sample, the QPS is 0.19.
As Table 7 suggests that the accuracy of the model is much better for some groups of countries than for others, we have redone our analysis for various sub samples distinguishing between:
• OECD vs. non-OECD countries, and
• democratic vs. non-democratic countries.
The literature on CBI suggests that the relationship between CBI and inflation is different in industrial vs. non-indstrial countries. For instance, legal indicators for CBI turn out to be related to inflation in OECD countries, but this relationship is not apparent for developing countries. We have therefore redone the EBA for the OECD countries and for the non-OECD countries. Table 8 shows that there are indeed some remarkable differences between these two groups of countries. The only variable in the base model that is robust for the OECD countries is the share of the current term in office elapsed. In addition, the presence of capital controls has a CDF(0) > 0.90, which lends some support to the views put forward by Maxfield (1997) . For the non-OECD countries most of our previous results are confirmed except for the indicator of political instability (number of vero players who drop) which appears non-robust.
Finally, we distinguish between democratic and non-democratic countries as the incentives and possibilities for policy makers to replace the central bank governor are likely to be different across the regimes. As a cut-off point to differentiate between country/years we have taken the average value of the Polity IV democracy score among our sample of countries (=3.8). As the final columns in Table 8 show, there are indeed some differences between the results for both groups of countries. Inflation is no longer robust in the non-democratic countries. Not surprisingly, elections are no longer robust for these countries also. Interestingly, the presence of autonomous regions appears now robust in both sub samples.
[insert Table 8 ]
Summary and conclusions
We use a new data set on the term in office of central bank governors in 137 countries covering the period 1970-2004 to estimate a model for the chance that a central bank governor is replaced. Most hypotheses that we derive from the literature on the determinants of central bank independence and that have been tested using conditional logit models and the Extreme Bounds Analysis are rejected. We find that the share of the current term in office elapsed, high levels of political and regime instability, the occurrence of elections in democracies, and high inflation increase the probability of a turnover, although the latter result does not hold for non-democratic countries.
Our findings on the robust impact of inflation on the likelihood that a central bank governor will be replaced, is also relevant for the literature on central bank independence as the use of the turnover rate of central bank governors as a proxy for independence has been criticized for being endogenous. Our evidence that the likelihood that a central bank governor will be fired increases with higher inflation rates lends support to this critique. (2005) 2. The higher the government budget deficit, the longer the term in office of the governor will be Government budget balance as % of GDP World Bank, WDI (2005) 3. The lower the restrictions on international financial transactions are, the longer the term in office of the governor will be Average of 4 indicators (surrender of export proceeds, multiple exchange rate, capital account restictions, current account restrictions) Grilli and Milesi-Ferretti (1995) 4/5. The higher the level of political instability, the shorter/longer the term in office of the governor will be
Percentage of veto players who drop Beck et al. (2001) 6. A CB turnover is more likely after a national election and when the government has changed
Part of a year which is within 12 months after an executive or legislative election; Dummy for new chief executive party Dreher and Vaubel (2005) , Beck et al. (2001) 7. The higher the level of regime instability, the shorter the term in office of the governor will be Dummy variable that is 1 if the change in the Polity democracy variable > 3; First principal component of various instablity indicators; coups
Marshall and Jaggers (2000), Banks (1999) 8. The higher the rate of inflation, the shorter the term in office of the governor will be Transformed inflation World Bank, WDI (2005) 9. The more developed a financial sector is, the longer the term in office of the governor will be Private credit by deposit money banks and other financial institutions scaled to GDP Beck et al. (1999) Table 1 (continued).
Hypothesis: Variable used: Source: 10. The more checks and balances are present in the political system, the longer the term in office of the governor will be Checks and balances Beck et al. (2001) 11. In case of a high degree of political polarization, the more checks and balances are present in the political system, the longer the term in office of the governor will be polarization*checks and balances Beck et al. (2001) 12. In countries with a bi-cameral political system the term in office of the governor will be longer than in countries without such a system Dummy that is one if there are two chambers Beck et al. (2001) 13. In countries with a federal political system the term in office of the governor will be longer than in countries without such a system Dummy indicating whether there are autonomous regions Beck et al. (2001) 14. Under left-wing governments the term in office of the governor will be shorter than under right-wing governments
Party of chief executive is left-wing Beck et al. (2001) 15. A large devaluation or currency crisis increases the likelihood that the CB governor will lose his job Depreciation of the nominal exchange rate with respect to the US$; A country is defined as experiencing a currency crisis when index covering the rate of change of the exchange rate and international currency reserves is one standard deviation greater than the index mean World Bank, WDI (2005) , Dreher et al. (2006) 16/17. The smaller the degree of a country's openness, the shorter/longer the term in office of the governor will be Sum of exports and imports of goods and services measured as a share of gross domestic product World Bank, WDI (2005) 93  59  102  128  130  132  132  129  128  123  115  133  128  129  127  130  130  127  125  Number of observations  2392  554  2869  2956  3563  4050  4050  3460  3194  3362  2814  3049  2882  2974  3003  3681  3655  3426  3403  Number of countries  93  59  102  128  130  132  132  129  128  123  115  133  128  129  127  130  130  127  125  Number of observations  2391  554  2869  2956  3563  4050  4050  3460  3194  3362  2815  3049  2882  2974  3003  3681  3655  3426  3403 Notes: * denotes significant at 10% level; ** significant at 5% level; *** significant at 1% level. : country/years with more than one turnover excluded * denotes significant at 10% level; ** significant at 5% level; *** significant at 1% level. Average of 4 indicators (surrender of export proceeds, multiple exchange rate, capital account restictions, current account restrictions) Grilli and MilesiFerretti (1995) , Dreher and Siemers (2005) 3 6 
